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Executive Summary 



Given the importance ofa college education to entering 
and staying in the middle class and the high cost of 
obtaininga bachelor’s degree, Who Wins ? and Who Pays? 
are questions being asked today at kitchen tables and 
in the halls ofgovernment throughout the nation. This 
study shows that the answers are different than what 
is commonly found in the media. 

Much of the current debate about the cost and value 
of higher education has focused on how much students 
pay, how much they borrow, and how poorly some of 
them are being educated. Much less attention is being 
paid to how well or how badly taxpayers are being 
served both bythe institutions they are helpingto fund 
and by the students they have helped to graduate. 

Using publicly available data, we look at who wins 
and who pays across the full spectrum of higher 
education institutions in the United States, combining 
information on “institutional control” (public, private 
not-for-profit, or private for-profit college or university) 
and selectivity (ranging from open admission to most 
selective, based on Barron’s Profiles of American Colleges). 
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We focus on two critical questions: 

• Do students who earn a bachelor’s degree and 
participate in the labor force experience returns, 
such as higher wages, that justify the costs incurred 
by them in earning that degree? 

• Do taxpayers get a positive return on their investment 
in the nation’s colleges and universities? 

The answer to the first is “yes.” 

• In terms of wages, a bachelor’s degree, whether 
from a public, a not-for-profit, or a for-profit 
institution, pays a handsome net financial reward 
in comparison to a high school diploma— a reward 
that over a lifetime can vary, on average, from 
more than $230,000 at less selective not-for-profit 
colleges (such as the University of Bridgeport in 
Connecticut and Dowling College in New York) to 
well over $500,000 at the most competitive public 
or not-for-profit institutions (such as the University 
of California at Los Angeles and Amherst College). 
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The answerto the second question is more complicated. 

• Taxpayers benefit from the higher state and federal 
income taxes paid on the higher salaries earned 
by college graduates, varying from $60,000 in 
additional taxes paid over the work life ofa graduate 
from a less selective public institution to almost 
$150,000 in additional income taxes paid over 
the work life ofa graduate from the most selective 
not-for-profit colleges or universities. 

• However, taxpayers also subsidize the education 
that students receive in most colleges and 
universities. This takes the form mostly of direct 
state appropriations for public universities and tax 
exemptions for not-for-profit ones. 

• Taxpayers subsidize bachelor’s degrees in nearly 
all not-for-profit institutions at around $8,000 
per degree. In public institutions, the taxpayer 
investment is more than $60,000. 

• Taxpayer subsidies increase dramatically among the 
most selective institutions, from almost $60,000 
in the most selective not-for-profit institutions to 
well over $100,000 in the most selective public 
institutions. 

• Because for-profit institutions do not receive 
state subsidies and pay taxes rather than receive 
tax exemptions, even after including the cost of 
government-funded financial aid, taxpayers benefit 
by around $6,000 per bachelor’s degree. 

From the data presented in this study, we conclude that: 

• Given the financial return to graduates for each 
completed bachelor’s degree, the high cost of 
dropouts, and the high dropout rates in less selective 
public colleges and universities, the states and the 
Federal Government must focus their resources 
and policies on increasing retention and degree 
completion at less selective institutions. 
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Given that the lowest levels oftaxpayer support go to 
the institutions that enroll the highest percentage of 
students from low-income families, nontraditional 
students, and minority students, the states and the 
Federal Government must reverse their policies and 
focus their support for completion on the neediest 
students. 

/\ college education is an expensive investment — in time , 
money, and effort — and it is getting more so each year. 

As costs escalate, students, parents, and taxpayers need 
to be sure that the returns to the graduate, and ultimately 
to the nation, justify the cost. But how can they be certain ? 

Given that the research on cost shows that not-for- 
profit and for-profit institutions are the best deal for 
taxpayers, to lower cost and increase capacity, the 
states and the Federal Government should support 
high-quality, nontraditional providers. 

Given that state and federal policy discussions 
concerning how and who to fund must be informed 
by reliable data drawn from institutions across 
all types of control and levels of selectivity, the 
states and the Federal Government should move 
to make such data available, and the latter should 
move to scrap the antiquated and inadequate 
federal Integrated Postsecondary Education Data 
System (IPEDS) in favor ofa data system based on 
student-level data that can measure the success of 
the growing number of “nontraditional” college 
students, who now make up the majority of 
postsecondary students in the country. 
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Introduction 



A college education is an expensive investment— in time, 
money, and effort— and it is getting more so each year. 
As costs escalate, students, parents, and taxpayers 
need to be sure that the returns to the graduate, and 
ultimately to the nation, justify the cost. But how can 
they be certain? 

There are the myriad rewards for earning a college 
degree that represent a high value to our society and 
are quantifiable, such as the tendency of college- 
educated adults to be healthier, live longer, and be more 
actively engaged citizens (for example, by voting and 
volunteering at higher rates). More personal rewards, 
such as a commitment to lifelong learning, are more 
difficult to measure. But most students, their families, 
taxpayers, and theirgovernment officials need answers 
to a more focused set of questions pertaining to the 
financial benefits and costs of a bachelor’s degree . 1 



1 We understand that restricting our analysis to students who actually 
graduate with a bachelor’s degree presents only a limited window 
on costs because far too many colleges have low graduation rates. 
However, when we measure taxpayer efficiency, as will become evident 
below, we consider the costs for all students, including those who do 
not finish. 
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Among these are the two questions we study in this 
report: 

• Do students who earn a bachelor’s degree and 
participate in the labor force experience returns, 
such as higher wages, that justify the costs incurred 
by them in obtaining that degree? 

• Do taxpayers get a positive return on their investment 
in the nation’s colleges and universities? 

To answer these questions, we first need to be clear 
about what is included in our calculations, which are 
limited to direct, economically measurable costs and 
benefits. 

From the perspective of the graduate, we measure: 

• Costs, which include the actual outlays for earning 
the degree, includingtuition paid, books, room and 
board, and foregone wages 

• Benefits, which include current salaries and earnings 
over the graduate’s work life 
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From the perspective of the taxpayer, we measure: 

• Costs, which include direct appropriations and 
foregone taxes 

• Benefits, which include taxes derived from the higher 
salaries and earnings of graduates 

Clearly, in this report we are viewing bachelor’s degrees 
solely from the perspective of the financial returns on 
the investments made in these degrees by students and 
taxpayers. This, however, is not to suggest that we are 
satisfied with the costs and benefits associated with 
current retention and graduation rates. To the contrary, 
we strongly support President Obama’s emphasis on 
increasing postsecondary completion rates for all 
types of degrees and certificates. It is in light of this 
national commitment that one of the purposes of our 
report is to show just how valuable completion is to 
both students and taxpayers— and to help emphasize 
further the urgent need for colleges and universities to 
work even harderto get students across the finish line. 2 

One reason that completing a bachelor’s degree is 
so important is that graduation pays off for both 
the graduate and the taxpayer. According to the U.S. 
Census Bureau, 3 the salaries of college graduates 
with a bachelor’s degree between the ages of 25 and 
34, working year-round, average around 46 percent 
more than those of someone who has attended some 



2 Although we focus only on bachelor’s degrees in this report, we 
recognize that this is only one piece of postsecondary credentials 
awarded in the United States. Therefore, the results in this study should 
not be read as applicable across all degrees or certificate programs. 
Furthermore, for some sectors of higher education, bachelor’s degrees 
are only a small part of their degree production. Based on data from 
the 2007-08 National Postsecondary Student Aid Study (NPSAS: 08), 
only 13.6 percent of degree recipients at for-profit colleges received 
bachelor’s degrees, another 30.5 percent earned associate’s degrees, 
and 55.9 percent completed certificates. In stark contrast, at not-for- 
profit institutions, 90.1 percent received bachelor’s degrees, 6.1 percent 
received associate’s degrees, and only 3.8 percent received certificates. 
At public institutions, the corresponding percentages are 49.8 percent 
received bachelor’s degrees, 41 .3 percent received associate’s degrees, 
and 8.9 percent received certificates. 

3 See http://www.census.gov/hhes/www/cpstables/032010/perinc/ 
new04_001 .htm. 
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college but has not completed a degree. The contrast 
is even greater compared to someone with just a high 
school diploma: College graduates out-earn high 
school graduates by about two thirds. Moreover, 
many analysts predict that, even in today’s challenging 
economic context, the demand for college-educated 
adults will grow over the foreseeable future, which 
should make the rewards for completing college even 
greater. 4 

One reason that completing a bachelor’s degree is so 
important is that graduation pays off for both the graduate 
and the taxpayer. 

While these salary figures show that a bachelor’s degree 
pays, the federal and state governments, who underwrite 
much of higher education, have increasingly limited 
financial resources to support colleges and universities. 
Moreover, as college tuition and fees grow faster than 
median household income, the ability of students 
and families to pay for college is declining. 5 In turn, the 
question of whether there is a return to student and 
taxpayer investments in college degrees— and the size 
of these returns— is becoming ever more important. 

We will be able more precisely to measure financial 
returns to graduates as states begin to match student- 
level data with measures of student success in the labor 
market using, for instance, unemployment insurance 
records, but that will take place state-by-state during 
the course of the next decade or so. In the meantime, 
in this study we explore these important questions by 
using the best data sets currently available. 



4 Carnevale, A. P., Smith, N., &Strohl,J. (2010). Help wanted: 
Projections of jobs and education requirements through 2018. Washington, 
DC: Georgetown University, Center on Education and the Workforce. 
Retrieved April 13, 2011, from http://www9.georgetown.edu/grad/ 
gppi/hpi/cew/pdfs/FullReport.pdf. 

5 See, for example, http://www.forbes.com/2011/02/01/college- 
education-bubble-opinions-contributors-louis-lataif_print.html. 
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Organization, 
Sources, and Sample 



We begin with an examination of the starting and 
estimated work life salaries of bachelor’s degree 
holders in a set of categories of schools we have 
created based on what the federal government calls 
“institutional control” (i.e., is a college or university 
public, private not-for-profit, or private for-profit?) 
and the school’s level of selectivity. We use these data 
to estimate the return to the graduate, comparing 
salaries to the earnings of high school graduates and 
consideringthe costs a student incurred in earningthe 
degree. We then look at how much more income tax 
is generated by the higher salaries associated with a 
bachelor’s degree. We next estimate the taxpayer costs 
of a bachelor’s degree in each of the 1 1 categories we 
have identified. We also highlight how the benefits 
and costs of gaining a bachelor’s degree differ across 
types of schools. We conclude with some policy 
recommendations that follow from these results. 

Throughout, we explain the methods we used and 
the assumptions we made in order to permit other 
researchers to duplicate our findings or develop 
estimates based on other assumptions and models. 
(Details on our methods and data sources are found 
in the Appendix.) 



Nexus Research and Policy Center + American Institutes for Research® 



In the first part of this study— on student costs and 
benefits— we combine data, on the costs of obtaining 
a bachelor’s degree, from the U.S. Department of 
Education’s 2008 National Postsecondary Aid Study 
(NPSAS: 08) with salary data on graduates from almost 
1,000 campuses reported by PayScale.com. As explained 
below, these data are analyzed at the campus level. 6 

In the second part of this report, we estimate the 
average annual and total costand benefits to taxpayers 
of a bachelor’s degree— again, at different levels of 
institutional selectivity and control. Here we use 
data on student loans from the U.S. Department of 
Education’s Office of Federal Student Aid and data on 
revenues and expenditures from the National Center 
for Education Statistics (NCES) through its Integrated 
Postsecondary Education Data System (IPEDS), which 
is an annual survey of colleges and universities eligible 
to receiveTitle IV financial aid funding. Additional data 



6 Although NPSAS: 08 data are at the individual student level, 
we aggregated these data to the campus level. PayScale.com reports 
data at the campus level. In both cases, we used the U.S. Department 
of Education’s Integrated Postsecondary Education Data UNITID 
variable to identify the institution we analyze. For more information 
on salaries at the campus level, see Pay Scale, corn’s most recent 
report at http://www.payscale.com/best-colleges. For a description 
of how PayScale.com collects its data and validates them, see 
http://www.payscale.com/resources_methodology. 
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are drawn from the Board of Governors of the Federal 
Reserve System, the Tax Foundation, and the Internal 
Revenue Service. 

We started with NPSAS: 08 as the sample by which 
to identify students in colleges and universities 
pursuing bachelor’s degrees. The NPSAS: 08 sample 
includes about 114,000 undergraduate students, 
64,951 of whom were pursuing a bachelor’s degree, 
and around 14,000 graduate students, all of whom 
were randomly selected from more than 1,600 
postsecondary institutions. The sampled students 
represent approximately 21 million undergraduate 
students and 3 million graduate students who were 
enrolled in postsecondary education between July 
1, 2007, and June 30, 2008. To be included in the 
NPSAS: 08 study, students must have been enrolled at 
an institution that was eligible to participate in Title 
IV federal student aid programs and was located in a 
state, the District of Columbia, or Puerto Rico. Forthis 
study, we restricted our sample to students pursuing a 
bachelor’s degree. 

To calculate financial benefits for students and 
taxpayers by institution, we needed an estimate of 
salaries (as a measure of financial return). We used 
PayScale. corn’s 201 0 salary report, which reports starting 
salary and mid-career salary data for bachelor’s degree 
holders from 999 schools. We merged these salary data 
with NPSAS: 08 using each school’s IPEDS UNITID. 
We also incorporated data on the selectivity of each 
school from Barron’s Profiles of American Colleges. 7 Once 
we excluded students in not-for-profit or public schools 
not classified by Barron’s, students missing NPSAS: 08 
cost data, or students missing PayScale. com data, 39,139 
students were left in our study. 8 



7 Barron’s Educational Series, Inc. (2009, 2011). Barron’s profiles of 
American colleges. Hauppauge, NY. 

8 The students in our sample represent 60 percent of students pursuing 
undergraduate degrees. 
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We compared the demographic representativeness 
of our sample with the full NPSAS: 08 baccalaureate 
sample and found few differences other than that 
our sample had a slightly higher percentage of whites 
(1.7 percent) and their Expected Family Contribution 
for financial aid purposes was also higher (by $786) 
(see AppendixTable 3). We also compared the cost of 
earning a degree for our sample with the full NPSAS 
sample and again found few differences (see Appendix 
Table 4). 

It is unlikely that all ofthe students pursuing bachelor’s 
degrees in NPSAS: 08 are actually represented in the 
PayScale.com data of “survivors” (the ones who actually 
graduate, and then among these, the ones who, 
interested in knowing what other college graduates 
seeking employment earn, decide to submit salary 
data to PayScale.com ). But as just noted, we do not find 
noteworthy differences between the full NPSAS: 08 
baccalaureate sample and our sample, and, therefore, 
we are confident that the results are representative of 
four-year college graduates. Of course, this does not 
mean the same thing as being nationally representative 
of all college students (approximately half of whom 
do not graduate) or the U.S. population as a whole 
(a quarter of which never enrolls in college). 




